
Before the
FEDIRAI COMMUNICATIONS COMMISSION

'1{ashington, DC 20554

In the Matter of

February 22,2A18 Access Charge

TariffFiling

Isrra Network Services, Ine- dM a
Aureon Network Sbrvices
Tariff F.C.C. No. 1.

Transmittal No. 36

I, BRIAN SULLIVAI'I, hereby declare as follows:

I . I am the Vice President of John Staurulakis, Inc. ('JSf'), with headquarters located

in Greenbelt, Maryland., I am primarily responsible for overseeing the completion, review, and

submission ofjurisdictional cost studies along with related filings and studies, including Universal

service Fund and FCC Access Tarifffilings. I have served as apresenter for JSI seminars coveling

separations, access, and Part 32154 accounting. over the past several years, tr have given

presentations for NTCA, USTA, and numerous other state telephone associations. I have been

employed at JSI for more than 25 years"

Z, I was awarded a Bachelor of Science degree in ecsnomics, with a minor in English,

frorn Jarnes Madisol University in 1988. I received a Master of Business Administration from

Bowie State University in lgg4. lreceived rny CPA certifioation from the State of Maryland in

February 1998. I anr an active member of both the American Institute of Certified Public

Accountants (AICpA) and the Maryland Assooiation of Certifie.d Publis Accountants (MACPA).

3. I rnake this declaration voluntarily in support of Aureon's Reply to the Petitions to

Reject or to Suspend and Investigate filed by AT&T Corp. (dAT&T') and Sprint Communications



Compaay LP. in the above-captioned prOeobding, The information provide'd herein is based on

my personal knowledge.

4. Aureon retained JSI to perfornr the,cost and traffic studies to sppport its Febntary

z2,zolgtaritrffling with the FCC. I sonducted the cost and taflic studies for Aueon consistent

with Secti.on 51.38 and parts 3;6,64,ar.rd 69 of the Cqmmisslou's rules in ordet to develop its new

tari.ffrate. It is important to note that in detonnining the revenue requiremenl for Aureon's Access

Division, tr removed the uncollectible amounts included in Aureon's previous oost support and

traffic studies.

S. In its petition,'AT&T's witness, Mr. Daniel Rhiuehart alleges that Aureon did not

use an appropriate methodology to allocate CWF' fiber costs to Aureon's CEA service'

lvIr. Rhinehart appears t6 believe that all netsvork plant and other assets are owned by another

Aureon affiliate, and Aureon's Access Division then* leases those facilities in total, with a

oomputation bejng made to tar-rslate a tot4l lease to D-S-l cqsts applicable to cEA service' In

reality, the underlying assets are not owned by another Atlreon erflty' but rather' they are assigued

to the Netrr.ork Division, and included on Aureon's financial statements and qrderlying

assignments. AII of the assetS are assigned t'o Don-CEA sqrvices, aud the lease to' the Aceess

Division is der.ived from the operational expenses (.oPEx,') related to cEA service' It is

importanl to note that because overheads are presumably insluded in the lease expense ratg no

additional overheads are allocated in additionto the lease €xBense in the Part S4level allocation'

6. AT&T asserts lhat the CWF Facilif Lease cost amotrnt set forth on- Schedulp 5'

page 3, line 68a of Aureon'S eost StlppOrt is sUspect becaUse there is no explanation as to why the

lease cost amount deelined by approximately $5 million between zafi and the 2018 test period"

The lease rate to the Access DMsion is projected to declinematerially as a frrnction of overall cort



declines seen for Aureon. N6t plant Investment has been deolining, and is projected to eontinue

to decline. opEx and taxes on a ",Totar company''basis - exolusive ofthe leasg are'as follows:

2016 Filing: $62'5 million

ZOLT priorYear Cosiof Service-: $46'n nqillion

2018 TestYEarCost of Service: $44'4 tnillion

?, AT&T also points out a typographical err,or on line 68 of section 5 of the cost

support. Instead af$22,!77,185, the amount on line 68 under the "Total Company't column should

have been $18,359,629. The $22,377,185 inconect amoUnt was not used in anY calerrlatiorl and

therefore, did not have arry impact on A.ureon's proposed CEA rcvenle requireurent or proposed

cEA tar.iffrate. Instead, theamounton line 6Sa.of Section 5 under the column *Access Division"

of $13,430,525 for CWF Facility Lease expenses was shown corroctl;r and drat amount was used

to calculate the CE{ revernre requirement. The amotrnts on lines 68a and 68b of Section 5 Under

the column n.oflrer" were als-o accurately shown in the original cost support filed with the

commissio t($1,62'l A73 on lirre 68a for cT[F Facility L.ease expenses aId $3,301,532 on line 68b

for CWF Other Expenses are correct)'

g. AT&T states that Aureon's oost support materials are'also suspect because of the

variation inNet Telephone Plant Investment for the 20-18 test ygar as compared to Net Telephone

plant Investnent for 2016 and 201.7..lheprimary eauSe for the reduction in net investment in the

test year cost of service when cotnpared to p,revious years is the excluSion of irncollectible revenues

from the revenue requirement development Due to the faot that uncollectible revenues are

exclude6 from the OpE;l1 and Taxes components, Aureon also exclude-d tlie De-ferred Tax 'Asset

that relates to those items. The Defened Ta:t Asset is valued at$24'032'105 (FIT) + fi4'234'957

(SIT) = g4ge67 ,Ob31or the prior year oost of senice year of 2gl? - This treatment is osnsistent



with haditional ratemaking approaghes, and also serves to materially reduce the reVenue

requiremen! which, in turn reduces the CEA rate'

g. I also performed an analysis of the CEA revenue requiremeut rurder the

Commissionns rules if there was no lease in order to verrfu the reasonableness of the Access

Division,s revenue requirement proposed in this tariff filing. I cOmpared the revenue requirernent

for the Aocess Division as filpd for the proposed tariffrate, and the revenue requirement for the

.{ccess Division if there was no lease and Aureon's assets and costs were assigned to that division

in accordance with the Commission's rules and on a fully distibuted basis. Assigning assets and

costs on a fully distributed basis necessarily assrgns overhead expenses to the cEA revenue

requiremeut that would have otherwise been irrcluded in the lease expense' My analysis shows

that the revenue requirement for the Access Division utilizing the asset assignment methodology

incrcasestherevenuerequirementfortheAccessDivisionfromsT4,g62,lslto$17,021,380' 
The

increased revenue requirement results in a CEA rate of $0.00655 per minute, rather than the

$0.00576 rate as proposed, A table summarizing my analysis is shown irr the table below'

Table A

is the detailed rate development analysis I

in Table A above with lease expenses, and

10: Attached to my declaration as Annex 1

performed to calsulate the CEA rate per MOU shoun



without a lease between the divisions. The summary infonnation in Table A is derived directly

ftom the rate development analysis in Annex 1. Attached to my declaration as 'Annex 2 are the

Excel spreadsheets showing tlre "'Alternate Scenario" cost allocation model used to deterrnine ttre

revenue requirement for the Access Division if there was no lease and Aureon's assets and qosts

were assignedto that division in accordance withthe commission's rures and on a fully distributed

basis.

11. Atfached to my declaration as Annex 3 is the calculation of how the 2018 circuit

lease expense of $13330,525 was allocated tO the cEA revenue requirement' That amount is

shownonAureon',scostsupport,lines 68 and 68a of Section 5underthe column"Aecess Division"

for CWF FacilitY Lease expenses'

I certify under penalty of perjury that the foregoing is true and coffect'

Executed on FebruarY 2{,2018'

Brian Sullivan
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IOWA NETWORK SERVICES, INC.

IOWA NETWORK ACCESS DIVISION

INTERSTATE ACCESS RATE DEVELOPMENT

TRANSMITIAL NO.

PROJECTED TEST PERIOD ENDED

2

1

SWITCHED TRANSPORT RATE

STUDY PERIOD ACCESS MINUTES

STUDY PERIOD ACCESS REVENUE

ACCESS RATE DEVELOPMENT

r PROIECTED REVENUE REQUIREMENT

5 LESS: MISCELLANEoUS REVENUE

6 ACCESS REVENUE REqUIREMENT

7 PROJECTED ACCESS MINUTES

8 PRO,'ECTED ACCESS RATE PER MOU

change 2017 vs. 2015:

Janl 8

Feb-l 8

Mu-18
Aprl8
May-I8
Ju-18
Jul-18

Aug-l8
Sep-18

Ocr18

Change 2018 vs. 2017:

Wffi

SOURCE

(BELOW)

SCHEOULE B

LN 1ILN 2

SOURCE

Part 59 Model

TBD

LN 4.LN 5

Line x Below

LN 6/LN 7

calc

cEA History
Projected-Aureon

Projected-Aureon

Projected-Aureon

Proiected-Aureon

Projected-Aureon

Projected-Aureon

Projected-Aureon

Projected-Aureon

Projected-Aureon

Proiected-Aureon

Projected-Aureon

Rate Deyelopment

YEtzlZOrT
PYCOS

cosT
SUPPORT

s0.01279

2,979,

Ye r?l2oLl
PYCOS

AMOUNTPrevlous

YE212079

TYCOS

AMOUNT

ffi PercEAHistory

s33,428,s38 sr7,o22,38o s38'116'894

520,731 S1,OOO s2'ooo

s33,407,807 s17,021,380 s38'114894

2,5OA,143,h6O z,sg€ile'gsf 2'979',n1'329

s0.0o6ss s0.01279

2,755,L84,6L1 194,836,006 2,948,020,623

s0.01332

I Total MOU

Jat-17 Actual 276'g50'023 f5'g3g'67} 292'6A9'693

Feb-17 Actual 247''792'374 74'a77'OL4 256'659'388

Mar-17 Actual 253'L73'L74 1638r'279 269's54'4s3

Apr-l7Actual27g'L45'2s414'7'15'437233'920'731'
MaylTActual24l'699'29616'520',553258',319',859
Jm-17 Actual 257'595'328 t4'56f.'A74 272'L57'2oZ

Jul-t7 Actual 251'695'845 r4'O233A2 265'719'727

Aug-17 Actual 287'109'880 15'458',154 302',568',034

Sep-17 Actual 24L'O7O'7fa L3'g87'477 255'058'135

Oct-17 Actual 253'301'156 15'270'810 268'577'966

Nov-17 Actual 238'988'410 14'567'395 253'556'305

8.23%

277,656,503

2L7,470,1L2

2r7,2e4,652
2L7,LOO,L21

215,916,511

276,733,820

216,552,U2
2L6,37L,r73
216,L91,204

276,O72,L43

275,833,974

13,851,354

13,839,551

L3,827,798

13,816,103

73,804,457

t3,192,8A9

13,78L,369

13,769,905

13,758,501

L3,747,7s3

23L,32l,475
23L,724,204

230,927,974

230,732,6L4

230,s38,286

23O,344,93L

230,152,S41

229,96r,r14
229,770,il4
229,58L,r27

-72.50%

-7.24% 7.2L%

13,853,235 23L,519'739

-rzJs% -83a%

(YE 2078 will stond PYCOS Period YE
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